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MONOPOLY OR COMPETITION AS THE 

BASIS OF A GOVERNMENT TRUST 

POLICY 1 

SUMMARY 

The problem must be attacked on grounds of theory, 308. — Maximum 
satisfaction and the law of the equalization of marginal return, 311. — 
Monopoly and competition not antagonistic, but supplementary, 315. 

— The endeavor to suppress combinations misdirected and futile, 318. 

— Competition leads to overcapitalization, i. e., excessive capital invest- 
ment, in certain industries, 321. — Existing Kartells do not represent 
advantageous monopolistic organization, 322. — Criticism of the Ameri- 
can trust legislation of 1914, 324. 

The question of government regulation of trusts, 
long an unsolved problem of American economic policy, 
has received renewed attention since President Wilson's 
inauguration, and is now leading to new trust legislation. 
I take pleasure, therefore, in complying with the request 
of the editor of this Journal for an expression of opinion 
upon the latest phase in the campaign against trusts in 
the United States. In accordance with his desire, I 
shall connect my discussion with the articles by Pro- 
fessor Durand which appeared in recent numbers of the 
Quarterly Journal. I do this the more willingly because 
the point of view from which Professor Durand proceeds 
to discuss the problem is the same as that which I have 
found necessary to adopt in preparing a third edition 
of my book, Kartelle und Trusts. Professor Durand em- 
phasizes what has already been pointed out by others, 
and in my opinion is undeniably correct, that the 
whole Kartell and trust problem resolves itself into the 
general problem of the benefits and evils of free competi- 

« Translated by H. R. Tosdal. 
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tion on the one hand and of monopoly on the other, and 
that the decision is a task for economic theory, and is to 
be obtained only by means of it. The carefully thought 
out articles of Durand, in which the facts are subjected 
to critical examination, show clearly that no conclusion 
as to the general significance of monopoly and conipeti- 
tion for economic activity can be drawn from such of 
their effects as have been hitherto ascertained. A final 
judgment as to the advantages and disadvantages of 
the one or the other principle of organization cannot 
be given. Whether a system of free competition or one 
of monopoly would make possible the more complete 
satisfaction of wants can be decided with as little 
finality from previous experience with American trusts 
as from that of German Kartells. A scientific conclu- 
sion can be drawn only from theory, — from " general 
reasoning," as Durand says. The theoretical views can, 
at the most, merely be confirmed by observation of 
fact. 

Tho I thus agree with Professor Durand concerning 
the point of departure from which to approach the prob- 
lem, the conclusion at which I arrive as the result of 
theoretical consideration is rather the opposite of 
Durand's. Durand takes his stand for free competi- 
tion and it is his endeavor, as it has been that of Amer- 
ican trust policy at all times, to crush the trusts and to 
restore and maintain freedom of competition. The 
advantages of free competition, that supply is better 
adjusted to demand, that it brings about lower prices 
to consumers, and so on, have been pointed out so often 
that it appears unnecessary to enter here into detail 
concerning them. The whole body of economic doc- 
trine as hitherto accepted took this standpoint; and in 
consequence, it seems an almost hopeless venture to 
wish to defend another basis theoretically. Moreover 
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it has never been attempted before. Much that was 
suggested by observation of facts has been said in favor 
of monopoly, and Durand also mentions certain advan- 
tages of monopoly. But in accord with prevailing 
theory, he is a convinced defender of the principle of 
free competition, and the trust policy he recommends 
consists in prosecuting the trusts more vigorously than 
has been done in the past, and in assisting free competi- 
tion again to a dominating position. 

It appears to me, however, that not the least refer- 
ence to economic theory is to be found in Professor 
Durand's argument. His " general reasoning " is 
nothing more than a generalization, a summing up, of 
earlier observations. A theoretical consideration of 
the trust problem, on the contrary, must seek to connect 
it with the fundamental principles of economic theory. 
As yet, that has been attempted only in a very modest 
way. As in a measure embodying such an attempt, I 
may refer to the first and third chapters of my work, 
which appeared seventeen years ago. Die UnUrneh- 
merverhande, and to R. T. Ely's Monopolies and 
Trusts.^ Both works are now out of date. Correspond- 
ing to the incomplete state which at present character- 
izes all economic theory, it seems to me that there stiU 
exists a great want of clearness concerning the connec- 
tion between monopoly and competition. Conse- 
quently, what has been said theoretically upon the 
question of trusts is very inadequate. I may, therefore, 
be permitted, in so far as is possible within the limits of 
this article, to indicate my view of monopoly and com- 
petition, and at the same time the theoretical basis for 
my attitude upon the trust problem. It will appear 
that the question as put by Durand, — either free 

1 On Ely's book see my reviews in Conrad's Jahrbucher, 1902, III series, vol. xziii, 
and in Weltwirtschaftliches Arcbiv, vol. ii, 1913. 
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competition or monopoly, — is wrongly framed, that 
choice cannot be made between the two principles of 
organization; rather these inseparable principles always 
cooperate and react upon one another. When one 
wishes to frame the question as one of abstract theory, 
inquiring about the maximum satisfaction of wants, 
it can be proved that this is to be obtained only by 
means of monopoly.* 

As a preliminary, it must be stated that according to 
modern principles of science, economics has the char- 
acter of a science only so long as it refrains from express- 
ing judgments. These must always be based upon 
some ideal which is beyond the bounds of economic 
consideration; and upon this basis, no propositions of 
general application, such as science demands, are 
possible. 

The goal of all industry and of all economic activity 
is the greatest possible satisfaction of the wants of all. 
This satisfaction of wants extends by no means only to 
the material goods which alone are usually considered 
by current theory, but to everything that man desires. 
And the essence of economics lies, consequently, not in 
our dependence upon external, natural objects, but in 
the fact that the varied needs, the sum of the desired 
utilities, are opposed to the costs which must be ex- 
pended for them, and that the two are compared. The 
greatest possible utility at the smallest possible cost, 
in other words, the largest possible return, is the 
object of all industry (Wirtschaft) . In this connection, 
utility and cost are not to be understood in the sense 

1 The following discussion supplements ideas upon the elements of economic theory 
which I have published in the work, Ertrag und Einkommen auf der Grundlage einer 
rein subiectiven Wertlehre (Jena, 1907), and in various articles, and which diverge con- 
siderably from prevailing opinion. The article upon " Die Entstehung des Preises aus 
subjectiven Wertschatzungen," in Archiv fiir Sozialwissenschaft und Sozialpolitik, 1912, 
and three articles in Conrad's Jahrbiicher, — " Das Wesen der Wirtschaft," " Wirt- 
schaft und Technik," and "Die Skonomische Produktivitatstheorie,*' — touch the 
same principles. 
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accepted by prevailing theory, which I term quantita- 
tive-materialistic, as a quantity of goods, but as consist- 
ing of sensations of pleasure and pain, and the yield is not 
a quantity of goods, but is purely psychical, a surplus 
of the former over the latter. It can hardly be over- 
emphasized that all fundamental economic concepts are 
valuation concepts, and that valuation in terms of 
money turns not upon the quantity of money, but upon 
the individual's valuation of that quantity. To bring 
about the largest possible return, i. e., the largest pos- 
sible surplus of pleasurable sensations, is the aim of all 
economic activity. Whether this object is attained, 
whether there is the most complete satisfaction of all 
wants, is a question which depends obviously upon the 
subjective estimates of the individuals regarding the 
goods offered. Upon that point no general theorems 
can be laid down, and hence strictly scientific, theoreti- 
cal investigation seems to break down at the very first 
fundamental question, — when is complete satisfaction 
of wants present? 

As I stated several years ago in my article upon the 
problem of productivity, and as has been conceded to 
me by the chief representative of those who would 
refrain in economic science from any formulation of 
judgments (Werturteile) , Max Weber, it is still possible 
to frame a question which avoids reference to these in- 
evitably subjective judgments. One must not inquire, as 
does prevailing theory, about the largest possible wealth 
of a people,t.e., the largest possible quantity of goods, but 
one must ask, under what conditions, in what organiza- 
tion of exchange, can the greatest satisfaction of the 
wants of all be made possible ? For this purpose it is 
not necessary to determine wherein the satisfaction 
of wants consists. One can investigate in a purely 
theoretical manner which organization of industry 
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brings about the best provision for satisfying wants. 
And it is by this method also that one can reach a 
correct conception of the nature of monopoly and 
competition. 

The outcome of the economic theory which I have 
developed, — I cannot give it here in detail, — is as 
follows. For the economic dealings of each individual, 
as well as for exchange transactions as a whole, the same 
law applies, which I have called the Law of the Equal- 
ization of Marginal Returns. The decisive element is 
the surplus of utility over cost, — the return. As 
already said, this must not be understood to be a 
material quantity, a quantity of goods. Even when we 
consider the industrial entities operating for exchange, 
in which returns appear as sums of money, — in con- 
trast with the returns derived in self-centered domestic 
industry (consumers' returns), — we should regard not 
the pecuniary sum but the evaluation of the money, 
which, it must be admitted, is in turn derived from 
the evaluation of the goods purchased. Now, for each 
economic person the greatest satisfaction of wants is 
obtained when he expends so much effort upon each 
satisfaction that the marginal returns, i. e., the returns 
secured with the last unit of cost expended, are of the 
same size for the different satisfactions. 

This law of the equalization of marginal returns 
applies in precisely the same way under developed 
conditions of exchange. Maximum satisfaction of the 
wants of all is attained when so much capital and 
labor flow to each branch of industry that, with due 
regard to the differences in risk, the marginal returns, 
the returns of the last and most expensive enterprises, 
in all branches are equal. Now it is not to be doubted 
that this condition will best be reached under the rule 
of free competition; and hence it is that the classical 
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economists, tho unacquainted with the modern accurate 
theoretical formulation, found in free competition the 
natural regulator of exchange transactions. All capital 
would then, under the influence of the all-animating 
pursuit of gain, turn to the industrial activity in which 
the strongest demand of consumers is still unsatisfied, 
and in which, therefore, the largest profit can still be 
realized. These needs will be so far satisfied, the supply 
of goods will be so adjusted, that the dearest sellers in all 
branches, whether they offer goods or services, still 
realize in the long run a certain minimum of profit. 
In this way the economic principle of the greatest con- 
ceivable provision for wants is fulfilled. 

This theoretical premise seems at once to point to 
the unconditional superiority of competition as a 
principle of organization. But it serves only to clarify 
the actual relationship between competition and 
monopoly. One arrives in this question at a result 
quite different from the foregoing, if the line of thought 
is carried a step further. The conceivable maximum 
satisfaction of wants will be reached when, in each 
branch of industry, the cheapest sellers supply the total 
demand. To bring this about is, after all, the final 
aim of free competition. It enables new enterprises 
to be established as soon as some one believes that he 
can sell cheaper than at least a part of the sellers then 
in the market. But since as a rule, a single seller is the 
cheapest, or only a very few, who under competition 
secure differential gains, i. e., enterpriser's profits, 
competition has the tendency, when pushed to its 
limit, to destroy itself and to be turned into monopoly. 
Since the cheapest seller can often lower costs by pro- 
ducing the whole supply, it follows that the maximum 
satisfaction of wants is obtained when there is only one 
seller, competition remaining latent in the background. 
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effective only when the seller does not employ the most 
efficient methods of production, or when as a monopolist 
he appropriates a profit much above the economic 
marginal return. 

One might express it thus: economically speaking, 
free competition is that organization of business which 
effects the most complete provision for want; tech- 
nically, however, the maximum is brought about by 
monopoly. This is the chief reason for the fact that 
competition, pushed to the extreme, becomes monopoly. 
The climax of competition is monopoly, and all com- 
petition is nothing but a striving for monopoly. 

The much discussed question whether monopoly or 
competition is the most efficient form of organiza- 
tion, hitherto answered in favor of competition, is 
therefore, as we now see, improperly framed. Their 
mutual relationship is concealed when they are treated 
as absolute opposites. They are indeed antagonistic, 
yet, as may be asserted of all opposites, they not only 
conffict, but generate each the other. An organization 
of exchange based upon the principle of competition 
can nevertheless exhibit monopoly conditions. Monop- 
oly and competition are special positions and strategic 
groupings of sellers and buyers in exchange and in price 
making, one of which shades imperceptibly into the 
other.' 

This relation between monopoly and competition, 
which previous writers failed to notice, is especially clear 
in the Kartells and trusts. They are undoubtedly mo- 
nopolistic organizations ; nevertheless, competition in its 
most general sense, and in the sense which concerns us 
here, is not eUminated. It appears in the Kartells and 
trusts as latent competition, always in the background, 

^ For further discussion of these views I refer to my article upon the development 
of price (Entstehung des Preises) in the Archiv fiir Sozialwissenschaft, 1911. 
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and will the more surely and the more vigorously break 
forth, the more monopoly manifests itself not merely 
as monopoly state or tendency, but with monop- 
oly effect ; the more it depends, not upon the mere fact 
that sellers have united, but upon the influence of this 
union upon price making. Otherwise expressed: the 
problem of monopoly and competition, in common with 
all other problems of economic theory, is not static, 
but typically dynamic, a fact which current theory for 
the most part still fails to perceive. Competition in 
this sense is then not merely the presence of several 
sellers in the market. One might define it as the 
possibility of the free movement of labor and capital. 
Competition, latent at least, is present as long as the 
appearance of a new seller in a branch of industry is not 
precluded. An impossibility for new sellers to compete, 
an absolute monopoly, is present only in those cases 
which rest upon the law, as with patents and the admin- 
istrative monopolies of public bodies, and in those of 
natural monopoly due to the fact that the supply of 
certain goods and services cannot be increased. Yet 
the latter are in most cases only relative monopolies, 
because of the possibility of employing substitutes. 
A person who wishes to hear Caruso sing may not care 
to hear any other singer, when the price of admission 
to the former is too high; but he will satisfy his desire 
for music in another way. Even Caruso cannot fix the 
admission prices at will, if he desires the largest possible 
return, but must take into account that the higher his 
price, the more strongly other means to satisfy the love 
of music compete with him. 

Thus nearly all monopoUes are relative monopolies, 
and are the more destructive to themselves, the more 
they lead to actual monopoly effects, as expressed in 
prices. It is not monopoly that kills competition, but, 
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as was said by Proudhon in his Contradictions econo- 
miques seventy years ago, it is competition that kills 
competition. One does well, therefore, to distinguish 
between free competition, in the sense of freedom to 
enter any branch of industry, and the competitive 
struggle, the mutual underbidding, which has been 
regarded as the essential characteristic of the competi- 
tive system. The survival of the economically strong- 
est in the competitive struggle puts an end to this, at 
any rate temporarily, and leads to monopoly, but at 
the same time gives a new impetus to free competition, 
so that the more an acquired monopoly position is 
exploited, the sooner the competitive struggle is 
renewed. Only in this sense is free competition the 
basic principle of our economic order; more accurately, 
it is not competition, but the pursuit of gain of the 
individual when free to develop, which organizes exist- 
ing economic society, i. e., the provision for all through 
the processes of exchange. 

Hence only a peculiar combination of competition 
and monopoly brings about the greatest possible satis- 
faction of wants. Free competition, i. e., the voluntary 
pursuit of gain, must decide, as it does now, just how 
much capital and labor is to flow to each branch of 
industry. But aside from the possibility of the appear- 
ance of new sellers, the maximum of satisfaction is 
effected, not by a multitude of sellers with varying 
costs of production, but only by the one with the lowest 
cost. This technical maximum, perfect monopoly of a 
single seller, would of course seldom be wholly realized, 
because in the present age of continued technical prog- 
ress the position of the cheapest seller shifts very 
frequently. But the pursuit of gain (Ertrag), the 
dominant principle of economic activity, has the 
natural tendency toward monopoly, in which alone 
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this aim can fully work itself out. The individual is 
simply intermingled in his efforts with the similar 
efforts of other individuals. 

The relation between competition and monopoly is, 
to sum up, approximately as follows. The fundamental 
principle of organization in exchange is neither the one 
nor the other; that principle is the pursuit of gain on 
the part of each individual economic entity. This 
pursuit leads to the most effective distribution of all 
capital and labor among the various branches of 
industry. For each individual the ultimate aim is the 
attainment of a monopoly position; but whenever, 
because of external conditions, several strive for this 
goal, competition and the competitive struggle result. 

Consequently the most rational economic organiza- 
tion is doubtless monopoly in each industry, but so to 
speak upon the basis of competition, that is, upon the 
basis of unfettered pursuit of gain. The competitive 
struggle must remain latent in the background, to 
become effective as soon as the monopolistic seller begins 
to exploit his position. Monopoly and competition, in 
other words, exist side by side in what may be called a 
state of unstable equilibrium. 

Now to bring about this state is the task of an 
economic policy on monopolistic organizations, such as 
the Kartells and trusts. It appears how misdirected 
is the American policy, when for instance it endeavors 
in every way merely to maintain the competitive 
struggle, and to suppress every effort toward monopoly, 
every larger concentration of enterprises. This is 
simply impossible of execution, because each com- 
petitive struggle is itself an endeavor to secure monop- 
oly, and the more violent it is the more surely does it 
lead to monopoly. The monopoly of Kartells and 
trusts is therefore nothing more than the competitive 
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conflict pushed to its limit. A rational policy toward 
monopoly should endeavor to see to it that the two 
principles oppose each other with somewhat equal 
forces. On the one hand, it must endeavor to prevent 
individual enterprises from becoming too powerful, 
from approaching too closely to absolute monopoly, so 
as to render the rise of new competitors unduly diflBicult, 
— this is now above all the task of monopoly poUcy. 
On the other hand, it should not clumsily seek to pre- 
vent every attempt to monopolize, nor attempt to es- 
tablish a state of continued competitive warfare. That 
is uneconomical, leads to continual upheaval, stimulates 
speculation, and after all is simply furthering the effort 
to monopolize. Not general competitive warfare, but 
monopoly held within bounds by the free operation of 
the pursuit of gain, is the best organization of industry. 

If we consider more closely, from this point of view, 
the relation between monopoly and competition under 
present economic conditions, we perceive that the 
general tendency toward monopoly frequently attains 
its object, and that the competitive conflict is done 
away with, merely leaving free competition in latent 
form in the background. Many a time we observe that 
exploitation of monopoly position leads to resumption 
of the competitive struggle. The practicability of mak- 
ing competition effective so as to be available at the right 
time, is, as I have said, of the greatest importance. So 
to regulate it that there is not too much or too little of it, 
in other words, to attain the correct mixture of monop- 
oly and competition, — here is the essence of a govern- 
ment poUcy on monopoly. Let me state in a few words 
what aspects of this policy should be borne in mind. 

Obviously in contemporary industry the forces re- 
stricting and faciUtating competition are operative side 
by side. All such phenomena receive their true elucida- 
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tion from the standpoint from which we have considered 
them. In the main the effectiveness of free competition 
is enormously facilitated by modern economic develop- 
ment, and precisely upon this account the Kartells and 
Trusts have come to pass, as the climax of the competi- 
tive conflict. The greater volume of wealth itself facili- 
tates new competition, still more the greater mobility of 
capital, resulting from the development of credit and 
securities, by which vast sums are put readily at the dis- 
posal of the most remunerative employment. Besides, 
technical factors, such as the immense improvements 
in transportation, which extend the circle of competing 
sellers and render more difficult the formation of local 
monopoly, make easier the rise of new competitors. 
The continued improvements in all branches of pro- 
duction render insecure the position even of the mo- 
nopolist who does not exploit his position, and gives 
a special impetus to new enterprises in any branch not 
subject to monopoly. 

The consequence of this development was that it was 
too easy to compete, there was too much competitive 
conflict. The opinion of the free trade school, that 
there can never be too much competition, has mean- 
while not only been refuted by experience, which demon- 
strated that the competitive struggle led finally to 
monopoly, but can also be disproved by economic 
theory. I have attempted to explain this in the articles 
already referred to.^ Briefly, the conclusion is the 
following. There is no doubt that the adoption of 
cheaper methods of production is under all circum- 
stances profitable to private individuals, and that 
continued technical advance may therefore lead to a 
situation in which much more capital flows to some 
branch of industry than the extent of demand warrants. 

1 The article upon productivity in Conrad's Jahrbiicher, and that upon the theory 
of saving and the creation of capita! in Schmoller's Jahrbuch, 1912, 
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The capital already invested cannot simply disappear 
and be written off the economic balance sheet; it must 
be amortized. Thus the adoption of each technical 
improvement may not be under all circumstances 
rational, but may result in excessive outlay of capital, 
which of course must restrict consumption at some other 
point. In other words, the proper relation between 
capital formation and consumption, which theory can 
formulate sharply, — again through the law of the 
equalization of marginal returns, — and which finds 
also in practice its realization in the rough equahzation 
of returns in the various forms of enterprise, can be dis- 
turbed by continued technical improvements, the 
adoption of which is profitable to private individuals 
and consequently leads to the continued establishment 
of new enterprises. It creates an overcapitalization; not 
in the sense in which one commonly uses this term in 
connection with the trusts, but in the sense that more 
capital is directed to one or another branch of industry 
than the increase of demand and the normal amortiza- 
tion warrant. Actual money income is thus converted 
into capital goods and into an excess of capital goods; 
whereas in the creation of fictitious capital on the part 
of many of the trusts, money merely passes from one 
pocket to another, and no real creation of capital, no 
creation of capital goods, takes place at all. 

This overcapitalization, which threatens wherever 
numerous important technical changes are carried out 
under the regime of free competition, is the ultimate and 
most general cause of economic crises. To prevent them 
has been one of the chief motives for the creation of mo- 
nopoUes. The whole movement toward concentration, 
especially the rise of Kartells and trusts, is in the last 
analysis to be traced to this fault of construction in an 
industrial organization based upon competition, to the 
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incompatibility between the individual's desire for gain 
and that apportionment of real capital which is most 
advantageous for society. The whole existing tendency 
toward monopoly is nothing else than a means of self- 
help used by the economic organism to check the growth 
of the anarchic state of production under the regime of 
competition, in other words, the uneconomic character 
of continually impending overcapitalization appearing 
as a consequence of technical advances under the 
influence of private pursuit of gain. Likewise the con- 
centration of money and credit is to be classed among the 
phenomena which represent self-defense by the economic 
body against the unchecked operation of competition and 
the attendant danger of attracting an excess of capital. 
At this point, one may perhaps object that such over- 
capitalization occurs not only under free competition 
but also under present monopolistic organizations. 
That is quite true. For instance, in the German potash 
industry, the potash syndicate supported by the govern- 
ment has caused the erection of new plants to be 
greater and production to exceed demand to a much 
wider extent than can be pointed out in any other 
industry. In the mining industries also the establish- 
ment of new enterprises and the expansion of old ones 
has proceeded more rapidly under the influence of 
Kartells than would probably have been the case under 
different circumstances. This simply indicates that 
one must not conceive of monopoly and competition as 
absolute opposites, and must not characterize the Kar- 
tells and trusts as really monopolistic organizations. 
They are not absolute monopolies, but only the results of 
the tendency toward monopoly, i. e., of the competitive 
conflict. In particular, the Kartell is merely an organ- 
ization with a monopolistic purpose; but even this 
purpose is only monopolistic to a Umited extent, since 
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in the majority of cases it is restricted to price making. 
It does not extend to the creation of capital, which is 
quite as important economically; the establishment of 
new enterprises still takes place under conditions of 
competition, not of monopoly. Competition, in the 
above sense of the free mobility of capital and labor, is 
not eliminated in the Kartells and trusts, but remains 
latent, and becomes the more effective the nearer the 
competitive confhct reaches its culmination and actual 
monopoly is approached. The shifting relationship, 
the inseparable connection, which exists characteristi- 
cally between monopoly and competition, appears in 
these organizations, which are monopolistic in tendency 
but are not rightly to be entitled " monopoUstic organ- 
izations." They are at once instruments to restrict 
competition and render it difficult, and at the same time 
to encourage it and give it a new impulse. Competition 
leads to monopoly, monopoly leads to competition; 
so to speak, the law of the conservation of energy is 
transferred to the sphere of economics. Monopoly and 
competition are only two manifestations of the one 
force which sets the economic mechanism in motion, 
namely, the pursuit of gain on the part of all economic 
subjects. If this force leads to monopoly, it produces 
automatically its remedy, the competitive conflict. If 
this later form of energy is too much developed, it 
has within itself the tendency to turn to the opposite, 
monopoly. Only a state of equilibrium between the 
two forms of economic energy will result in the most 
advantageous organization of economic activity. Such 
is the foundation which economic theory can give to a 
modern policy on monopoly. 

Since the above was written, copies have reached me 
of the American trust acts of September 26th and 
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October 15th. After what I have said, it need not be 
repeated that the principle underlying them, namely, 
that free competition is to be kept in effect under all 
circumstances, seems to me not only theoretically un- 
sound, but in practice impossible of execution. In view 
of the enormous variety of the possible combinations of 
monopoly and competition, it will not be feasible, even 
after an indefinite number of judicial decisions, to lay 
down any general principle by which to decide when 
there is " substantially lessened competition " or when 
it is to be assumed that there is an attempt to " create 
a monopoly." The decisions must necessarily be arbi- 
trary. In consequence, even tho a number of monop- 
olistic organizations may be suppressed, others equally 
harmful will be left unaffected. The provision con- 
tained in Section 4 of the Anti-Trust Act of October 
15th, by which every person " injured " by monopolistic 
action is entitled to sue for damages, may lead to great 
uncertainty as regards the outcome of contracts, and 
may lead also to a great over-burdening of the courts. 
Certain provisions in Sections 8 to 10 of this act, 
which are designed to check financial abuses on the part 
of great corporations, quite apart from any monopolis- 
tic tendencies, are entitled to more favorable judgment. 
On principle they are to be commended. Nevertheless, 
in this regard also it seems to me doubtful whether a 
general and effective execution of the law is possible 
without a steady supervision and stringent control of 
the numberless enterprises, such as the American state, 
with its inadequate staff of trained officials, would seem 
as yet not able to carry out. The Federal Trade Com- 
mission is given tasks which may rise to such dimensions 
that all cannot possibly be attended to. Hence I must 
confess to an impression that these new enactments 
serve more to indicate the wish of the Administration 
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to do something, than give promise of bringing into 
practical effect the principles on which they rest. 

This impression is confirmed by another circum- 
stance. The Administration has failed to turn to a 
weapon for combating the trusts which I regard as the 
most important of all, and which has been used to a 
much greater extent in German legislation on stock 
companies, — that, namely, of bringing public opinion 
to bear on the regulation of large corporations. The 
means are more stringent regulations concerning the 
make-up and the publication of balance sheets, espe- 
cially as regards the ownership of securities, and 
requirements for the publication of detailed reports and 
prospectuses on the launching of new enterprises. 
Further may be mentioned the supervision of accounts 
and of administration by publicly authorized auditors; 
strict liability of directors, promoters, and financial 
agents for everything connected with the flotation of 
securities; and finally the creation of an independent 
financial periodical press. I should suppose that, in a 
democratic country above all, some such means of uti- 
lizing public opinion as a remedial agent would be 
peculiarly adapted for combating the abuses of the 
trusts. 

Robert Liefmann. 

University of Fbeibttrg i. B. 



